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By HOWARD MURAD 

Plant and Equipment Expenditures by Foreign Affiliates of 
U.S. Corporations—Revised Estimates for 1971 and 1972 

Foreign affiliates of TJ.S. corporations 
are provisionally estimated to have 
increased plant and equipment expendi
tures 9 percent in 1971 to a total of 
$14.2 billion, and are planning a 
7-percent increase to $15.2 billion in 
1972. These increases are significantly-
lower than those published in September 
1971, and are far below the growth 
rates registered in 1969 and 1970. 

E: iXPENDITURES for property, 
plant, and equipment by foreign affili
ates of U.S. corporations in 1971 are 
provisionally estimated at $14.2 billion, 
a rise of 9 percent over 1970. An increase 
of 7 percent is expected in 1972, with 
total outlays reaching $15.2 billion 
(chart 13 and table 1). 

These findings are based on the latest 
BEA semiannual survey of about 450 
large U.S. firms, with approximately 
4,800 foreign affiliates, taken during 
December 1971. The firms' reports were 
thus prepared well after the President's 
August announcement of the "New 
Economic Program" (NEP), but during 
the same month in which major cur
rency realignments were negotiated in 
the "Smithsonian Agreement." 

The latest estimates of 1971 and 1972 
spending are significantly lower than 
those made 6 months earlier, when ex
penditures of $14.7 billion were expected 
in. 1971 and $16.1 billion in 1972. (All 
projections are adjusted for any sys
tematic bias. See note to table 1 for a 
discussion of the adjustment proce
dure.) The downward revision in both 
years is centered in European manu
facturing affiliates and Latin American 
mining and smelting affiliates. The 

latest estimate of 1971 spending by 
petroleum affiliates shows only slight 
revision from the previous estimate, 
while their anticipated 1972 spending 
has been increased significantly. Given 
the strength of current demand for oil, 
petroleum companies are probably less 
sensitive than manufacturers to the 
cyclical slack that now characterizes 
many foreign economies. 

An attempt was made to discern 
whether the NEP had affected fixed-
asset spending by foreign affiliates of 
U.S. firms. A special questionnaire was 
mailed to reporters along with the regu
lar December survey form. Of 312 com

panies responding, 283 said that the 
expenditure plans of their affiliates had 
not been affected by the NEP, 20 com
mented that their plans might be af
fected but that the extent was unknown 
as yet, and nine gave specific amounts 
of increase or decrease in spending 
(resulting in a small net reduction for 
the affected group). On balance, these 
replies suggest that little, if any, of the 
cutback in planned spending from that 
reported in the survey taken last June 
can be attributed to the NEP or the 
associated changes in exchange rates. 
However, December may well have 
been too early a date to measure the 
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effects of the NEP, or reporters may 
not have been able to separate the 
impact of the NEP from other develop
ments, such as the economic slowdown 
in many foreign countries. The reval
uation of foreign currencies, by itself, 
could work either to increase or to 
decrease affiliate expenditures as meas
ured hi dollars. The dollar equivalent 
cost of an item denominated in a revalued 
currency increases. If capital investment 
programs are maintained in real terms, 
the cost in dollars increases; on the 
other hand, revaluation might cause 
some firms to cut back their investment 
programs to such an extent that expend
itures measured in dollars decline. 

The current estimates of aggregate 
spending increase in 1971 and 1972— 
9 percent and 7 percent, respectively— 
are considerably lower than the growth 
rates of 15 percent and 21 percent 
registered in 1969 and 1970. The slow
down primarily reflects a shift in manu
facturing affiliates' spending, in Europe 
and Canada, from rapid growth in 1969 
and 1970 to no change in 1971 and a 

small gain in 1972, coupled with a sharp 
1971 drop in spending by Latin Ameri
can mining and smelting affiliates. 
Strong growth of spending by manu
facturing and petroleum affiliates in 
Japan is a partial offset to these 
developments. 

Spending by manufacturers of ma
chinery and of transportation equip
ment declined in 1971, following very-
large gains in 1969 and 1970. This 
swing was probably associated with 
the economic slowdown in Europe. 
Industrial production there showed 
very sluggish growth in 1971. The 
reductions in spending by machinery 
manufacturers were mostly by com
puter manufacturers, who are particu
larly sensitive to business conditions. 
Manufacturers of transportation equip
ment, largely auto producers, cut spend
ing in response to sagging sales and 
profits. 

The small 1971 decline in manu
facturing spending was more than 
offset by increased expenditures in 
the extractive industries, especially 

petroleum. Spending by petroleum affili
ates is also expected to rise in 1972, 
but at a slower rate than in 1971. 
Petroleum companies are expanding 
international shipping operations in 
view of the continued shutdown of the 
Suez^ Canal, and strong demand is 
encouraging spirited exploration of new 
fields, particularly in the Middle East. 

Industry pattern 

Manufacturing affiliates are currently 
estimated to have spent $6.4 billion in 
1971, a 1-percent decline from 1970 
(table 2). Their spending is expected to 
increase 7 percent in 1972 to $6.8 
billion, a moderate gain in relation to 
the 1969 and 1970 increases of 19 
percent and 31 percent, respectively. 
Spending is expected to increase in 
1972 in all the major geographic areas, 
but nearly half the increase is planned 
for Europe. 

Spending by affiliates in the chemical 
industry increased 4 percent in 1971, 
with advances in the United Kingdom 
and the European Economic Com
munity (EEC) and large decreases in 

Table 1 .—Es t ima te s ol P l a n t a n d E q u i p m e n t Expenditures by Foreign Affiliates of U .S . Corporations, Actual a n d Projected, by Percentage 
Change a n d Dollar A m o u n t 

Industry, area, and schedule 

Total 

By industry 

Byarea 

Latin American Republics and other 

European Economic Communi ty . . 
Other, including United Kingdom.. 

By OFDI schedule 

Schedule B 
Schedule C 

Percent change 

Actual 

1967 

7 

17 
19 

- 1 

16 
4 

- 1 8 
- 7 

10 

- 5 

17 
12 

15 
8 

9 

12 
11 
12 

1968 

1 

12 
10 

- 7 

0 
- 7 

- 2 2 
- 6 

3 

- 5 

29 
- 1 4 

- 1 9 
- 7 

17 

3 
24 
ii 

13 - l f i 

1969 

15 

9 
10 
19 

- 9 
32 
29 
27 

23 

10 

12 
20 

20 
19 

15 

16 
17 
14 
18 

1970 * 

21 

22 
5 

31 

16 
43 
33 
31 

30 

17 

5 
34 

42 
26 

17 

22 
11 
24 
32 

Current 
projection i 

1971 

9 

21 
23 

- 1 

4 
- 3 

- 1 6 
4 

4 

8 

- 1 2 
7 

8 
6 

24 

9 
19 
8 

10 

1972 

7 

2 
8 
7 

0 
9 
2 

10 

12 

10 

- 3 
7 

6 
8 

11 

7 
1 

14 
5 

Prior 
projection 2 

1971 

12 

36 
22 
4 

1 
7 

- 6 
6 

4 

13 

- 2 
9 

9 
10 

21 

12 
16 
12 

9 

1972 

10 

7 
2 

13 

- 1 
35 

3 
6 

22 

11 

6 
14 

16 
11 

6 

9 
8 
4 

16 

Billions of dollars 

Actual 

1966 

8.6 

. 8 
2 .5 
4.6 

1.0 
1.0 
1.0 
1.5 

. 7 

2 .4 

1.1 
3.3 

1.9 
1.4 

1.9 

6.3 
1.8 
2.1 
2.4 

1967 

9.3 

. 9 
3.0 
4 .5 

1.2 
1.1 
. 8 

1.4 

. 8 

2.2 

1.3 
3.6 

2 .1 
1.5 

2.1 

7.0 
2.0 
2.4 
2.7 

1968 

9.4 

1.0 
3.3 
4 .2 

1.2 
1.0 
. 6 

1.3 

. 8 

2 .1 

1.6 
3.1 

1.7 
1.4 

2 .5 

7.2 
2.4 
2.6 
2.2 

1969 

10.8 

1.1 
3.6 
5.0 

1.1 
1.3 
. 8 

1.7 

1.0 

2 .3 

1.8 
3.7 

2 .1 
1.7 

2.9 

8.4 
2.9 
2.9 
2.6 

1970 ' 

13.0 

1.4 
3.8 
6.5 

1.3 
1.9 
1.1 
2.2 

1.4 

2 .7 

2.0 
5.0 

2.9 
2 .1 

3.4 

10.3 
3.2 
3.6 
3.5 

Current 
projection i 

1971 

14.2 

1.7 
4 .7 
6.4 

1.3 
1.8 
. 9 

2 .3 

1.4 

3 .0 

1.7 
5.4 

3.2 
2 .2 

4 .2 

11.2 
3.5 
3.9 
3 .8 

1972 

15.2 

1.7 
5.1 
6.8 

1.3 
2.0 

. 9 
2.6 

1.6 

3.2 

1.7 
5.7 

3.3 
2.4 

4 .6 

12.0 
3.5 
4 .4 
4.0 

Prior 
projection » 

1971 

14.7 

1.9 
4 .6 
6.8 

1.3 
2 .0 
1.0 
2.4 

1.4 

3 .1 

1.9 
5.5 

3.2 
2 .3 

4.2 

11.6 
3.7 
4 .1 
3.8 

1972 

16.1 

2 .0 
4 .7 
7.6 

1.3 
2 .8 
1.0 
2.5 

1.7 

3 .4 

2.0 
6.2 

3.7 
2.6 

4.4 

12.7 
4.0 
4.2 
4.4 

' Revised. 
1. Based on the survey taken in December 1971. 
2. Based on the survey taken in June 1971, as published in the September 1971 SURVEY; 

no adjustments have been made to reflect information received subsequent to that 
publication. 

3. Does not include Canada. 
NOTE: Spending projections are adjusted in order to eliminate—or at least reduce—any 

systematic bias in responses to the 4 surveys of estimated expenditures taken for each year 
(in June and December of the preceding year and June and December of the year In question 

i.e. A, B, C, and D reports) before the final figures are available (the E report). The 1971 
projection is based on the fourth estimate (D reports) of spending for the year; the 1972 
projection is based on the second estimate (B reports) of spending for the year. For 1971 D 
and 1972 B, separately, the projections were derived by calculating ratios of actual spending 
(the final E estimate) to the reported expectation for each of the previous fi years. No bias 
adjustment was made unless there was a deviation in the same direction in at least 4 of the 5 
years. Also, no adjustment was made to items below $10 million. When adjustment was nec
essary under these criteria, the median ratio of actual to expected spending in the 5"yjJr 

period was applied as an adjustment factor. (For further discussion, see the Note on Meth
odology on page 31 of the September 1971 SURVEY.) 
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Canada and Latin. America. In 1972, 
spending by chemical affiliates is ex
pected to be about unchanged both in 
the aggregate and in each major geo
graphic area separately. 

Machinery producers reduced spend
ing 3 percent in 1971. They plan a 9 
percent increase in 1972, to $2 billion. 

Spending in the EEC was cut sharply 
in 1971, but in 1972 particularly large 
increases are projected for the EEC 
and for Japan. (The cost of machinery 
acquired or produced by manufacturing 
affiliates for leasing to others, a signifi
cant factor in the computer manu
facturing industry abroad, is counted 

as part of the manufacturing affiliates' 
capital expenditure. Therefore, not all 
the decreases or increases registered in 
this area affect plant capacity.) 

Manufacturers of transportation 
equipment reduced spending 16 percent 
in 1971, primarily due to heavy cuts in 
Canada and the United Kingdom. A 

Table 2.—Estimates ot Plant and Equipment Expenditures by U.S. Corporations' Foreign Manufacturing Affiliates, by Selected Country 
[Millions of dollars] 

B y area and major manufacturing 
industry 

Latin American Republics and Other 

Transportation equipment 

Transportation equipment 

Transportation equipment 

v • -- -
European Economic Cbmmuhlty 

"Relg^im BTirt T.iqyoTp-hnnrg 

Transportation equipment 
Other manufacturing 

Transportation equipment 

Chemicals 

Transportation e qulpment 

Actual 

1966 

4,583 

1,040 
1,046 

966 
1,531 

1,174 

221 
186 
256 
513 

453 

146 
65 
71 

171 

91 
27 
11 
33 
20 

100 
19 
30 
20 
32 

126 
62 
14 
6 

44 

135 
38 
11 
12 
74 

2,244 

462 
664 
664 
563 

61.8 
115 
164 
180 
239 

1,331 
275 
444 
373 
239 

186 
66 
24 
60 
46 

288 
31 

139 
44 
74 

681 
60 

191 
267 

63 

1967 

4,525 

1,210 
1,088 

796 
1,432 

1,001 

166 
190 
234 
411 

505 

150 
78 
88 

188 

100 
30 
18 
34 
18 

131 
29 
36 
34 
33 

133 
60 
17 
8 

48 

141 
30 
8 

13 
SO 

2,332 

636 
713 
379 
604 

643 
127 
141 
124 
251 

1,438 
427 
510 
245 
256 

200 
110 
46 
23 
21 

371 
50 

176 
75 
70 

518 
96 

184 
142 
96 

1968 

4,191 

1,208 
1,016 

618 
1,349 

854 

158 
144 
194 
358 

545 

179 
86 
90 

220 

71 
15 
16 
22 
18 

186 
60 
40 
51 
35 

181 
70 
17 
6 

89 

136 
33 
12 
13 
78 

2,012 

524 
689 
233 
666 

582 
111 
148 
74 

249 

1,195 
314 
486 
146 
249 

152 
78 
42 

5 
27 

307 
2B 

179 
32 
68 

424 
64 

166 
106 
88 

1969 

4,976 

1,118 
1,344 

796 
1,719 

1,036 

169 
222 
211 
434 

611 

198 
96 

104 
214 

95 
14 
23 
40 
18 

184 
72 
40 
39 
33 

170 
58 
22 
14 
76 

161 
55 

9 
11 
86 

2,539 

483 
881 
390 
784 

868 
126 
183 
168 
380 

1,440 
288 
620 
210 
321 

111 
33 
30 
4 

43 

338 
30 

. 192 
41 
75 

607 
65 

273 
159 
110 

1970' 

6,503 

1,279 
1,920 
1,060 
2,243 

1,159 

186 
212 
289 
472 

669 

170 
141 
112 
246 

138 
15 
46 
49 
29 

181 
40 
56 
31 
54 

206 
61 
28 
26 
90 

145 
54 
12 
6 

73 

3,593 

661 
1,316 

551 
1,064 

1,076 
164 
233 
196 
482 

2,188 
414 
976 
335 
462 

181 
66 
38 

7 
70 

544 
36 

315 
84 

109 

965 
138 
409 
237 
171 

Project ion' 

1971 

6,416 

1,333 
1,856 

896 
2,331 

1,083 

164 
239 
158 
632 

633 

157 
155 
97 

224 

111 
14 
41 
27 
29 

197 
21 
68 
47 
61 

187 
75 
34 
16 
62 

138 
47 
12 
7 

72 

3,651 

797. 
1,216 

531 
1,107 

1,079 
193 
228 
151 
507 

2,272 
517 
879 
371 
506 

200 
89 
32 
14 
65 

510 
60 

256 
78 

126 

1,047 
197 
390 
268 
192 

1972 

6,865 

1,336 
2,031 

912 
2,676 

1,167 

218 
244 
163 
652 

761 

172 
172 
163 
254 

99 
14 
42 
22 
21 

338 
37 
88 

107 
106 

192 
76 
31 
24 
62 

132 
46 
11 
10 
66 

3,800 

741 
1,283 

491 
1,285 

1,103 
175 
214 

66 
628 

2,390 
496 
963 
388 
563 

247 
103 
41 
14 
89 

588 
73 

304 
73 

138 

1,049 
178 
381 
286 
204 

B y area and major manufacturing 
industry 

Europe—Continued 

I t a l y . 

Transportation equipment 

Other manufacturing 

Australia, N e w Zealand, and South 

India 

Other 

Actual 

1966 

125 
26 
57 
2 

40 

151 
102 
32 

1 
16 

215 
72 
56 
11 
76 

153 

55 
63 
2 

33 

329 

67 
47 
72 

142 

289 
57 
42 
63 

127 

40 
10 
4 

10 
16 

56 

2 

54 

23 

18 
3 

3 

150 

68 
22 

1 
59 

91 
44 
15 

31 

59 

24 
7 
1 

28 

1967 

150 
34 
66 
2 

48 

198 
137 
38 

2 
21 

251 
83 
61 
10 
98 

190 

81 
64 
2 

43 

256 

47 
28 
86 
95 

214 
33 
23 
76 
82 

42 
14 
5 

10 
13 

31 

2 
1 

27 

62 

50 
1 

11 

148 

78 
14 
5 

52 

50 
28 

6 

16 

98 

50 
B 
5 

36 

1968 

165 
39 
74 
2 

50 

147 
105 
26 

1 
15 

235 
100 
54 
12 
69 

227 

128 
55 

3 
41 

295 

66 
32 
96 

101 

244 
67 
26 
76 
85 

52 
10 
6 

19 
17 

15 

4 
1 
1 
9 

H I 

103 
1 

7 

102 

47 
8 
1 

46 

26 
11 
3 

12 

77 

36 
5 
1 

35 

1969 

181 
20 
90 
4 

67 

203 
141 

35 
1 

26 

242 
68 
78 
12 
83 

268 

108 
90 
2 

68 

306 

69 
35 
86 

126 

264 
52 
30 
80 

101 

42 
7 
5 
6 

24 

14 

3 
2 
1 
9 

73 

63 
2 

8 

130 

35 
18 
2 

75 

47 
11 
5 

31 

83 

24 
13 
1 

45 

1970 ' 

279 
39 

161 
5 

74 

228 
135 

53 
2 

38 

330 
83 

107 
20 

120 

374 

110 
173 

2 
89 

395 

44 
61 

105 
196 

336 
38 
42 
98 

158 

60 
6 
9 
7 

38 

31 

6 
4 
1 

20 

126 

60 
2 

74 

155 

52 
21 

1 
81 

66 
23 
9 

34 

89 

29 
12 

1 
47 

Projec t ion ' 

1971 

271 
30 

166 
6 

79 

244 
151 
45 

5 
43 

300 
87 

109 
9 

95 

399 

121 
176 

2 
101 

374 

46 
60 

103 
175 

292 
23 
44 
89 

136 

82 
23 

6 
14 
39 

49 

4 
2 
1 

42 

48 

4 
2 

42 

179 

50 
18 
3 

108 

93 
20 

9 

64 

86 

30 
9 
3 

44 

1972 

318 
46 

183 
8 

82 

188 
97 
44 

7 
40 

307 
70 

116 
17 

104 

476 

98 
241 

2 
135 

389 

46 
66 
95 

182 

308 
37 
61 
61 

149 

81 
9 
5 

34 
33 

33 

3 
2 
5 

23 

64 

11 
1 

52 

164 

45 
22 
4 

63 

77 
29 
10 

38 

87 

16 
12 
4 

55 

Source; U.S. Department of Commerce, Bureau of Economic Analysis. 1. See note, table 1. ' Revised. 
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2-percent increase planned for 1972 
reflects a sizable increase in Latin Amer
ica which is mostly offset by addition
al heavy cuts in the United Kingdom. 

Manufacturing affiliates in all other 
industries, taken together, increased 
spending 4 percent in 1971 and plan 
a 10 percent increase in 1972. All 
major areas show increases in both 
years, except Latin America, where 
spending fell in 1971. The gains in this 
"other manufacturing" group largely 
reflect spending by pulp and paper 
producers, manufacturers of primary 
and fabricated metals, and manufac
turers of photographic and photocopy 
equipment. 

Affiliates in petroleum increased 
spending 23 percent in 1971, to $4.7 
billion. This was the largest percentage 
rise of any of the major industries. 
Petroleum affiliates are planning an 
aggregate 8 percent spending increase 
to $5.1 billion in 1972. The 1971 
increase was centered in outlays for 
tanker construction, which will be an 
important growth sector again in 1972 
(table 3). Large increases are shown 
in both years in the Middle East and 
Indonesia. Large declines are reported 
for Libya in both years and for Latin 
America in 1972. 

Expenditures by the mining and 
smelting industry in different areas have 

T a b l e 3 . — E s t i m a t e s o i P l a n t a n d E q u i p m e n t E x p e n d i t u r e s b y U . S . C o r p o r a t i o n s ' F o r e i g n 
A f f i l i a t e s i n t h e P e t r o l e u m , M i n i n g a n d S m e l t i n g , a n d O t h e r I n d u s t r i e s ( E x c e p t M a n u 
f a c t u r i n g ) 

[Millions of dollars] 

Area and major industry division 

Petroleum 

All areas. 

Canada... 

Latin American Republics and Other Western Hemisphere 
Venezuela. . 
Other Latin American Republics 
Other Western Hemisphere -

Europe 

United Kingdom 

European Economic Community.. 
Belgium and Luxembourg 
France -
Germany. 
Italy 
Netherlands 

Other.. 

Japan 
Australia, New Zealand, and South Africa. 
Other Africa 

Middle East 
Other Asia and Pacific. 
International shipping.. 

Mining and smelting 

Actual 

1966 1967 1968 1969 1970' 

All areas. 

Canada... 

Latin American Republics and other Western Hemisphere.. 

Europe: 
European Economic Community 
Other, including United Kingdom 

Other areas 

Other industries (except manufacturing) 

All areas. 

Canada... 

Latin American Republics and other Western Hemisphere.. 

Europe: 
European Economic Community 
Other, including United Kingdom 

2,526 

649 

268 
101 
109 
68 

778 

163 

434 
40 
96 

172 
87 

180 

120 
92 

265 

206 
99 
49 

790 

297 

229 

Other areas.. 

257 

741 

237 

144 

85 
140 

135 

3,001 

636 

306 
103 
149 
54 

1,045 

289 

582 
101 
61 

251 
93 
77 

174 

146 
96 

363 

191 
125 

920 

332 

288 

3 
5 

292 

822 

264 

183 

100 
146 

129 

3,311 

669 

405 
175 
164 
66 

851 

283 

401 
71 
62 

101 
86 
82 

167 

207 
133 
507 

186 
158 
196 

3,640 

629 

501 
238 
138 
125 

876 

246 

472 
31 
86 

154 
111 
91 

158 

189 
211 
560 

154 
201 
319 

Projection' 

1971 1972 

1,035 1,132 

340 

456 

3 
7 

229 

265 

220 

118 
134 

113 

340 

497 

3 
7 

285 

1,039 

326 

248 

149 
164 

726 

514 
212 
183 
119 

974 

256 

646 
71 

107 
128 
166 
74 

172 

242 
155 
440 

141 
304 
312 

1,387 

413 

477 

4 
12 

481 

1,355 

434 

291 

188 
237 

205 

4,689 

791 

542 
205 
216 
121 

1,236 

296 

125 
109 
178 
198 
79 

251 

305 
134 
362 

225 
437 
657 

1,682 

667 

256 

3 
12 

744 

1,413 

415 

294 

186 
268 

250 

5,090 

429 
166 
167 

1,300 

309 

700 
89 

137 
219 
169 
86 

291 

359 
135 
293 

481 
450 
813 

1,710 

726 

278 

3 ' 
14 

689 

1,585 

518 

206 

233 
360 

268 

1. See noto, tablo 1. ' Rovised. 
Source: U.S. Department of Commerce, Bureau of Economic Analysis. 

shown divergent trends over the past 
several years. Spending in Canada and 
Australia has been very.strong, while 
political developments in Latin Amer
ica have sharply restricted spending 
there. Total expenditures increased 
from $1,035 million in 1968 to a, pro
jected $1,710 million in 1972. Within 
that total, expenditures in Latin Amer
ica dropped from $456 million to $278 
million while expenditures in other 
areas, principally Canada and Aus
tralia, increased from $579 million to 
$1,432 million (table 3). 

In 1971, total expenditures by affili
ates in mining and smelting increased 
21 percent despite a steep cut—$220 
million or 46 percent—in spending in 
Latin America, primarily in Chile. 
Total expenditures in 1972 are expected 
to be up very slightly from the 1971 
level. The 1971 increase was concen
trated in Canada and Australia; affili
ates in Canada are planning further 
increases in 1972, but those in Australia 
are planning cutbacks. 

Affiliates in "other industries" are 
estimated to have increased outlays 4 
percent in 1971 and expect a 12 percent 
gain in 1972. Most of the growth in 
this group is in expenditures by affili
ates in trade, leasing, and services. 

Geographic pattern 

European affiliates are estimated to 
have increased spending 7 percent in 
1971 to $5.4 billion, and are planning 
another 7 percent increase in 1972 
(table 1). These gains are much smaller 
than the increases recorded in 1969 and 
1970. The rate of spending growth in 
EEC countries slowed from 42 percent 
in 1970 to 8 percent in 1971; a 6 percent 
rise is planned in 1972. A sharp decel
eration in the growth of spending by 
manufacturing affiliates accounted for 
most of the slowdown after 1970. The 
growth of expenditures by EEC petro
leum affiliates accelerated to 26 percent 
in 1971—from 18 percent in 1969 and 
16 percent in 1970—due largely to 
expansion of facilities in Germany. 
However, EEC petroleum affiliates 
expect virtually no change in 1972. 

Total spending in European countries 
outside the EEC rose 6 percent in 1971 
following a 26 percent increase in 1970. 
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Affiliates in those countries plan an 8 
percent increase in 1972. Manufactur-
ing affiliates cut spending in 1971 but 
this was offset by a sharp increase in 
spending by petroleum affiliates. Spend
ing in Spain by petroleum affiliates is 
particularly strong. 

Affiliates in Canada increased spend
ing 8 percent in 1971 and plan a 10 
percent rise in 1972 to $3.2 billion. The 
1971 increase was centered in mining 
and smelting, but affiliates in all major 
industries are planning increases in 
1972. 

Heavy reductions in mining and 
smelting expenditures led to a- sharp 
decrease in Latin American spending in 
1971. Aggregate expenditures are ex
pected to be reduced another 3 percent 
in 1972, to $1.7 billion, even though 
Brazilian manufacturing affiliates, pri
marily those in transportation equip
ment, expect to increase expenditures 
20 percent. 

Affiliates in the rest of the world-— 
identified in table 1 as "Other Areas"— 
increased spending 24 percent in 1971 
to $4.2 billion, and an 11 percent in
crease is projected for 1972. Over three-
fourths of these gains are due to 
spending by petroleum affiliates in the 
Middle East and Indonesia and in the 
international shipping category. 

Japan is becoming an important 
center of expenditures by affiliates. 
Until a few years ago spending in Japan 
was relatively small, but it is now ap
proaching the billion dollar level, with 
projected expenditures of $0.9 billion in 
1972. The sharp growth in recent years 
presumably reflects the relatively rapid 
economic growth in Japan and possibly 
the easing of restrictions on investment. 
Manufacturing outlays in Japan in 1972 
are projected to rise 19 percent to $476 
million and petroleum expenditures 18 
percent to $359 million. In both indus
tries, these 1972 increases are far 
stronger than total worldwide growth. 

On the country schedules established 
by the Office of Foreign Direct Invest
ments (OFDI), affiliates in Schedule C 
countries (including most of conti
nental Western Europe and South 
Africa) increased spending 10 percent in 
1971 to $3.8 billion, and plan a 5 percent 
increase to $4 billion in 1972. These 
countries are those for which controls 

on capital outflows from the United 
States are strictest. However, expendi
tures by affiliates do not necessarily 
lead to outflows of U.S. funds, which 
the OFDI program is designed to limit. 
To the extent that investment can be 
financed by borrowing abroad, spend
ing for plant and equipment is not 
limited by OFDI regulations. 

Affiliates 'in Schedule B countries 
(including'Spain, the United Kingdom, 

the Middle East, Japan, and Aus
tralia) increased spending 8 percent in 
1971 to $3.9 billion, and expect an 
increase of 14 percent to $4.4 billion in 
1972. Affiliates in Schedule A countries 
(including most of the less developed 
countries), for which controls on capital 
outflows are most lenient, increased 
spending 9 percent in 1971, to $3.5 
billion, and plan a 1-percent increase to 
$3.6 billion in 1972. J 

(Continued from page 27) 

ment-owned stocks operated by non-
financial corporations. A discussion of 
the treatment of these stocks can be 
found in Robert J. Gordon, "$45 Billion 
of U.S. Private Investment Has Been 
Mislaid," American Economic Review, 
June 1969, and "Comments" by George 
Jaszi and "Reply" by Gordon, American 
Economic Review, December 1970. Be
cause of data limitations, no similar 
estimates can be made of assets used by 
the nonfinancial corporate sector but 
owned by financial institutions or the 
personal sector. 

The inventory stocks in constant 
(1958) dollars shown in table 3 are 
derived separately for major industries. 
For each industry a benchmark level 
of stocks calculated on the LIFO basis 
was prepared for the first year for which 
LIFO data were available. This level is 
moved backward to 1947 by succes
sively deducting the corporate share of 
LIFO inventory change in constant 
(1958) dollars shown in the national 
income and product accounts, and 
moved forward to 1971 by successively 
adding the corporate share of the LIFO 
inventory change. For the non-LIFO 
stocks, book values are adjusted 
for price changes directly to de
rive the constant dollar stocks. Inven
tories for each industry in current 
dollar valuation are derived by multi
plying the constant dollar stocks by 
indexes of yearend current replacement 
prices. 

Total factor input 
In table 4, indexes of labor and 

capital input are derived from the 
estimates of man-hours worked and 
capital stock, and combined into an 
index of total factor input. 

The index of labor input is simply an 
index of man-hours worked, with no 
adjustment for the intensity with 
which man-hours are utilized or for 
changes in skills. 

The index of capital input is derived 
using a procedure developed by Edward 
F. Denison for the economy as a whole. 
Inasmuch as the services provided by a 
capital good do not remain constant 
over the life of the asset, but decline 
somewhat as retirement approaches, the 
constant dollar capital stock employed 
to measure capital input is calculated 
as a weighted average of net and gross 
stocks with net stocks receiving a weight 
of 0.25 and gross stocks a weight of 
0.75. No adjustment is made for 
changes in utilization. 

The indexes of labor and capital 
input are combined into an index of 
total input by the following procedure. 
The average labor and capital shares of 
national income originating in nonfi
nancial corporations are computed for 
all years from 1948 through 1969, exclud
ing years significantly affected by 
recessions (1949, 1953, 1954, 1957, 1958, 
1960, and 1961). These average labor 
and capital shares are 0.782 and 0.218, 
respectively. To derive the index of 
total factor input, the annual percent 
change in the index of labor input is 
multiplied by the average labor share 
and the annual percent change in the 
index of capital input is multiplied by 
the average capital share and the 
results are summed to obtain the 
annual percent change in total factor 
input. These annual percent changes are 
then chained to a base of 1958=100 
to provide the index of total factor 
input shown in table 4. 


